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SUBJECT: PARA, SECTION II 

REE: MANILA 15172 

1 . TO SIMPLIEY CONSIDERATION, WE ARE REPEATING BELOW 
THE COMPLETE SECTION II TEXT, AS NOW UNDERSTOOD BY US, 
BASED UPON CONSIDERATION OF REFTEL AND PREVIOUS COM- 
MUNICATIONS: 

A. MARCOS ADMINISTRATION. CONTINUE TO DEAL WITH THE 
MARCOS ADMINISTRATION AS THE EEFECTIVE GOVERNMENT OF 
THE PHILIPPINES. ASSUMING THAT THE MARCOS ADMINISTRA- 
TION WILL CONTINUE TO BE THE EFFECTIVE GOVERNMENT, 

AND GIVEN THE U.S. INTERESTS IN IMPROVED LONG-TERM 
STABILITY IN THE PHILIPPINES, THE U.S. GOVERNMENT WILL 
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CONTINUE SECURITY AND ECONOMIC ASSISTANCE TO THE PHILIP- 
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PINES, ON THE BASIS OE CONTINUED COOPERATION FROM THE 
MARCOS ADMINISTRATION IN PURSUIT OF FUNDAMENTAL U.S. 
INTERESTS IN THE PHILIPPINES AND OF IMPLEMENTATION BY 
THE MARCOS ADMINISTRATION OF MEASURES AIMED AT LONG- 
TERM STABILITY FOR THE PHILIPPINES. 

B. FOREIGN AFFAIRS. ENCOURAGE AS MAY BE APPROPRIATE 
CONTINUED PHILIPPINE EFFORTS TO STRENGTHEN RELATIONS 
WITHIN THE REGION. WHILE AVOIDING DIRECT INITIATIVE IN 

ASEAN, BE PREPARED TO RESPOND TO REQUESTS FROM ASEAN TO 
CONSULT WITH US OR TO WORK TOGETHER ON VARIOUS PROBLEMS 
OF MUTUAL INTEREST. CONTINUE NEUTRAL POSTURE TOWARDS 
PHILIPPINE NORMALIZATION OF RELATIONS WITH THE PRC AND 
THE SOVIET UNION, BUT ENCOURAGE THE PHILIPPINES WHEREVER 
APPROPRIATE TO MAINTAIN ECOMONIC AND CULTURAL TIES 
WITH TAIWAN. 

C. TERRITORIAL INTERESTS. AVOID ANY IMPLIED OBLIGATION 
TO SUPPORT PHILIPPINE CLAIMS TO OR FORCES DISPOSED IN 
THE SPRATLEY ISLANDS. AVOID INVOLVEMENT IN THE SABAH 
PROBLEM. WITH REGARD TO PHILIPPINE ARCHIPELAGO CLAIMS, 
ATTEMPT TO SECURE GOP AGREEMENT, ON THE BASIS OF AN 
OBIECTIVE DEFINITION OF THE ARCHIPELAGO CONCEPT, TO 
REASONABLE TRANSIT ARRANGEMENTS WITHIN THE ARCHIPELAGO 
AND SUPPORT FOR UNIMPEDED PASSAGE OF INTERNATIONAL 
STRAITS, PREFERABLY WITHIN THE FRAMEWORK OF AN OVERALL 
ACCORD ON THE LAW OF THE SEA. 

D. MILITARY ASSISTANCE. ENDEAVOR TO AVOID 
ESTABLISHMENT OF DIRECT LINKAGE BETWEEN U.S. MILITARY 
ASSISTANCE AND CONTINUED EFFECTIVE ACCESS TO U.S. MIL- 
ITARY BASES IN THE PHILIPPINES. MILITARY ASSISTANCE 
SHOULD BE PROVIDED, HOWEVER, IN AN AMOUNT WHICH, IN 
CONIUNCTION WITH OTHER U.S. PROGRAMS INCLUDING OTHER 
FORMS OF ASSISTANCE, WILL ASSURE THE DESIRED CONTINUED 
EFFECTIVE ACCESS TO THE BASES. IN THIS CONTEXT, MILI- 
TARY ASSISTANCE SHOULD BE PLANNED AND REQUESTED IN THE 
AMOUNT OF $20-25 MILLION ANNUALLY. ATTEMPTS SHOULD BE 
MADE TO IDENTIFY AND PROGRAM FMS CREDIT SALES AT HIGHER 
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LEVELS THAN FOR PREVIOUS YEARS. 

E. MUSLIMS. SEEK TO MINIMIZE U.S. IDENTIFICATION 

WITH PHILIPPINE EFFORTS TO RESOLVE MUSLIM PROBLEM BY 
FORCE. 

F. U.S. FORCES. MAINTAIN THE CREDIBILITY OF THE U.S. 

DEFENSE COMMITMENT, PRIMARILY BY KEEPING U.S. FORCES IN 
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THE PHILIPPINES AT A LEVEL ADEQUATE TO THIS END, ADVISING 
THE PHILIPPINES IN ADVANCE OF ANY SIGNIFICANT CHANGES IN 
U.S. FORCE LEVELS IN THE PHILIPPINES, AND BRIEFING THE 
PHILIPPING GOVERNMENT ON A PERIODIC BASIS ON THE OUTLOOK 
FOR (AND OBJECTIVES OF) U.S. FORCE LEVELS IN ASIA GEN- 
ERALLY. 

G. MILITARY BASES AGREEMENT. CONSIDER CHANGES IN THE 
MILITARY BASES AGREEMENT PROPOSED BY THE PHILIPPINE 
GOVERNMENT. IN ANY RESULTING NEGOTIATIONS, REMAIN 

FLEXIBLE ON NON-ESSENTIAL ASPECTS OF OUR BASE ARRANGE- 
MENTS IN ORDER TO ATTENUATE NATIONALISTIC PRESSURES 
AGAINST OUR BASES AND INSTALLATIONS. 

H. ECONOMIC NEGOTIATIONS. CONTINUE EFFORTS TO NEGO- 
TIATE A BILATERAL AGREEMENT ON INVESTMENT AND TRADE 
WITH THE PHILIPPINES. THAT AGREEMENT SHOULD PROVIDE 
AMERICAN INVESTORS AND TRADERS WITH THE MAXIMUM FEASIBLE 
MEASURES OF NON-DISCRIMINATORY TREATMENT AND ACCESS, ON 
MFN BASIS, TO PHILIPPINE MARKETS, COMMENSURATE WITH 
MAINTENANCE OVER THE LONG TERM OF A FAVORABLE BASIS FOR 
BILATERAL TRADE AND INVESTMENT RELATIONS. WE RECOGNIZE 
THAT PHILIPPINE CONCESSIONS ON U.S. INVESTMENT INTERESTS 
ARE LIKELY TO REQUIRE CONCESSIONS IN THE TRADE SPHERE; 
ACCORDINGLY THE AGREEMENT MAY FURTHER PROVIDE 

TARIFFS ON SELECTED COMMODITIES OF PARTICULAR INTEREST 
TO THE PHILIPPINES IN EXCHANGE FOR SOME DEGREE OF 
RECIPROCITY FROM THE PHILIPPINES ON COMMODITIES OF 
INTEREST TO THE U.S. IN THE NEGOTIATIONS WE SHOULD 
AVOID ANY INDICATION OF LINKAGE BETWEEN ECONOMIC ISSUES 
AND THE MILITARY BASES. 
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I. TAXATION TREATY. CONTINUE EFFORTS TO RENEGOTIATE 
THE UNRATIFIED TAXATION CONVENTION, AS REQUESTED BY THE 
PHILIPPINE GOVERNMENT. 

J. LAUREL-LANGLEY TRANSITION. ENCOURAGE U.S. BUSI- 
NESSMEN IN THE PHILIPPINES TO WORK OUT PROBLEMS OF 
TRANSITION IN THE POST LAUREL-LANGLEY ERA DIRECTLY IN 
ACCORDANCE WITH PHILIPPINE LAW AND PRACTICE, AND IN 
DIALOGUE WITH THE PHILIPPINE GOVERNMENT. USG PARTICI- 
PATION IN THE PROCESS SHOULD FOCUS MAINLY ON FINDING 
SOLUTIONS WHICH ARE IN LINE WITH OVERALL ECONOMIC TREATY 
EXPECTATIONS AND WHICH AVOID POSSIBLE CHARGES OF OR 
POTENTIAL FOR EXPROPRIATION OR DISCRIMINATION. 
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K. ECONOMIC ASSISTANCE. MAINTAIN U.S. ECONOMIC ASSIS- 
TANCE TO THE PHILIPPINES AT APPROXIMATELY THE CURRENT 
LEVEL. 

L. CONSULTATIVE GROUP. CONTINUE REEINEMENT OE CONSENSUS 
N THE PHILIPINE CONSULTATIVE GROUP, ON PRIORITIES, 

GOALS AND INPUTS EOR A REALISTIC ECONOMIC DEVELOPMENT 
PROGRAM. 

M. NARCOTICS. MAINTAIN COOPERATION WITH THE PHILIP- 
PINES IN KEEPING INTERNATIONAL NARCOTICS TRAEEIC UNDER 
CONTROL, AND EXTEND LIMITED ASSISTANCE TO THE PHILIP- 

INES TOWARD THIS END. 

2. WE HAVE A LEW ADDITIONAL COMMENTS RELATING DIRECTLY 
TO POINTS ON WHICH THE LANGUAGE ABOVE DOES NOT EULLY 
ACCOMODATE EMBASSY'S VIEWS AS EXPRESSED REFTEL: 

A. REGARDING PARA 2: WE ACCEPT THE EMBASSY'S VIEW THAT 
ACTIVE ENCOURAGEMENT OF CLOSER PHILIPPINE- JAPANESE 
RELATIONS MAY NOT BE A VIABLE OBJECTIVE AT THIS TIME. 

HOWEVER, WE REMAIN EXTREMELY RELUCTANT TO ADOPT LANGUAGE 
WHICH MIGHT SEEM TO COMMIT US TO SEMI-AUTOMATIC SUPPORT 

OF PHILIPPINE REGIONAL INITIATIVES, OR TO PRECLUDE 
INITIATIVES OF OUR OWN DURING THE COMING TWO YEARS. 
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ON SOME POINTS IT SEEMS INEVITABLE THAT PARA LANGUAGE 
WILL DEPART FROM PHILIPPINE PERCEPTIONS, SINCE THE 
DOCUMENT IS INTENDED TO REFLECT U.S., NOT PHILIPPINE, 

POLICY. 

B. WE ACCEPT EMBASSY'S JUDGEMENT THAT IN RECENT MONTHS 
THERE HAS BEEN AN INCREASED PHILIPPINE SENSE OF U.S. 
INVOLVEMENT IN ACTIONS AGAINST THE MUSLIMS, BUT FIND THIS 
A DISTURBING PHENOMENA. WE HOPE THAT THIS DEVELOPMENT 
CAN BE ARRESTED OR REVERSED, AND THAT THERE WILL BE 
EXTENSIVE TREATMENT OF OPTIONS TO THIS END IN REMAINDER 
OF PAPER. QUITE APART FROM THE PARA EXERCISE, WE WOULD 
APPRECIATE A FULLER REPORT ON HOW PHILIPPINE SENSE OF 
U.S. INVOLVEMENT MAY HAVE COME TO INCREASE. 

C. WE CANNOT ACCEPT INSERTION OF TERM "FORMALIZING " IN 
PARAGRAPH ON MILITARY ASSISTANCE (PARA 1 D) ADDITION OF 
THIS TERM RISKS OVER-INTERPRETATION TO EFFECT THAT, EXCEPT 
FOR BEING PUT IN FORMAL FORM, DIRECT LINKAGE BETWEEN GRANT 
MAP AND BASE ACCESS IS COMPLETELY ACCOMPLISHED FACT. 
REVISION OF PRESENT LANGUAGE WOULD REQUIRE BASIC REVIEW, 
SINCE ORIGINAL LANGUAGE WAS APPROVED AT HIGH LEVEL TWO 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 

YEARS AGO. 

3. ASSUME EMBASSY NOW IN A POSITION TO PROCEED WITH 
REMAINDER OF PARA, ON BASIS ABOVE LANGUAGE WHICH HAS BEEN 
APPROVED IN ACCORDANCE WITH A-7706. 

INGERSOLL 

SECRET 
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